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AT&T CORP.
AND ITS CONSOLIDATED SUBSIDIARIES

SCHEDULE II--VALUATION AND QUALIFYING ACCOUNTS
(Millions of Dollars)

\

COL. A

Description

Year 1995

COL. B

Balance at
Beginning
of Period

COL. C

Charged to
Costs and
Expenses

COL. D

Deductions(al

COL. E

Balance
at End
of Period

Allowances for doubtful accounts (b) ..... $ 611
Reserves related to business

restructuring, including force
and facility consolidation (c) $ 699

Deferred tax asset valuation allowance $ 36

$1,613

$1,712
$ 109

$1,392

$ 319
$ 16

$ 832

$2,092
$ 129

(al Amounts written off as uncollectible, net of recoveries.
(bl Includes allowances for doubtful accounts on long-term receivables of $49

$52 and $35 in 1997, 1996 and 1995, respectively (inc~uded in long-term
receivables in the Consolidated Balance Sheets).

(cl Included primarily in other current liabilities and in other long-term
liabilities and deferred credits in the Consolidated Balance Sheets.
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Donna Suky, Media
(718) 355-2072

Nancy Huson, Investors
(908) 392-2154

TCG BUNDLES LONG DISTANCE SERVICE FOR
ITS LOCAL TELEPHONE CUSTOMERS TO
SATISFY DEMAND FOR ALL SERVICE/ALL
DISTANCE CARRIER

TCG offers "one-stop shopping" for local, Internet and
long distance service

FOR IMMEDIATE RELEASE

New York, NY -- Teleport Communications Group
(TCG/INASDAQ: TCGI), the nation's largest,
facilities-based, competitive local phone company, today
announced the availability of its new long distance setvice,
PrimeDistance , that will be packaged with TCG's
telecommunications service offerings making TCG an all
service/all distance carrier.

"TCG's latest offering is in response to increasing demands
from businesses for a single supplier of a complete range of
local, Internet and long distance services on a national
basis," said Bob Annunziata, Chairman, President and CEO
ofTCG. "TCG can now provide volume discounts on
high-quality local, regional toll, national and international
long distance and 800 service, all on one bill."

Annunziata noted that PrimeDistance will be available to
TCG's local telephone service customers initially.
PrimeDistance is TCG's first step into the long distance
market -- a market worth approximately $50 billion
nationally.

http://www.tcg.com/tcg/media/PRarchiveslldroll.html
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,.. reG Bundles Long Distance Service for its Loc...
"

"Ifbusinesses are satisfied buying a-Ia-carte services, TCG
will, of course, continue to market its broad suite of services
on that basis, II said Annunziata. "TeG fully understands the
convenience and pricing benefits that drive one-stop
shopping requests from many of its customers, however."

Stressing the company's overall commitment to customer
service, Annunziata said: "TCG is listening to its customers
and quickly responding to the needs of a dynamic
marketplace. It's what we've always done~ it's what we do
best."

Annunziata also noted that through substantial expansion of
its own fiber-optic networks, TCG will be able to use its
own network for long distance traffic.

For example, TCG's Northeast Corridor network will enable
rCG to keep a greater portion of its PrirneDistance traffic
on its own facilities. TCG's Northeast Corridor will connect
southern New Hampshire to northern Virginia. This corridor
is generally regarded as holding the highest concentration of
telecommunications traffic in the nation.

PrimeDistance is available to rCG customers in the nation's
top 24 markets: New York, New Jersey, Boston, Marlboro,
Providence, Baltimore, Cleveland, Chicago, Hartford,
Dallas, Detroit, Houston, Los Angeles, Pittsburgh, San
Diego, San Francisco, Seattle, South Florida, Philadelphia,
Indianapolis, Milwaukee, Denver, Phoenix and Washington
D.C.

Typical PrimeDistance features will include: national and
800 services, international long distance, directory
assistance, complete operator services and tailored billing to
reflect actual minutes ofuse -- the more minutes ofuse, the
more you save. TCG is the nation's largest provider of
competitive local telecommunications, long distance and
broadband wireless services for infonnation-intensive
businesses in 57 major markets. TCG is currently in the
process of developing eight new networks.

Copyright ©1997-8 Teleport Communications Group Inc.
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''There are many developing solutions for IP telephOny. .
We should look at what's proposed, what's in ~velop

menlo and what the implications are for regulating this in
the large~ international environment. ••We don't know
'whatkind ofservices can beofferedbased on these evolv
ingplatforms."

America Online, Inc., applauded the FCC's confir
mation of the distinction between telecom and informa
tion services. But it cautioned that classifying the new
IP-based telephony services as telecom services "could
slow innovation in those new services."

Internet Access Coalition co-Chairman Rhett
Dawson urged "caution. The competitive Internet indus
try must not be threatened by regulations designed for a
noncompetitive marketplace."

The FCC's report to Congress didn't initially im
press JeffPulver, president ofpulver.com, Inc. Along
time IP industry advocate who in a recent letter to Vice
President Al Gore Jr. recommended that the govern
ment create a separate commission to consider Internet
regulation issues (TR, April 13), Mr. Pulver told TR in
an April 13 interview that he was generally disappointed
by the report.

FCC Chairman "Kennard comes across as a telecom
lobbyist," he said. The FCC, in Mr. Pulver's opinion,
doesn't understand the lP and, therefore, offered "stupid
regulation" for an industry it does not comprehend.

"What I'm looking for is intelligent regulation. It's
clear•••that the samecannotbe said for the FCC," he said.
He said he would continue to try to get Mr. Gore'satten
tion on the issue, but he wouldn't say what his next move
would be in that regard.

.' Mr. Pulver's letter to the vice presidentalso was Signed
by the heads of lOT Corp., VocalTec Communications,
and rrxc, Inc. It called for a commission to study IP
technology and suggest "appropriate" regulation for the
emerging iI!dUstry. ,
·1~:.';In anApril 15 news releasefrom the VON Coalition,
however;·Mr. Pulver said thecoalition, which hefounded,
wUi"pleased that the Commission did not take a prerna
ture-pbsition on the legal classification of Intenlet'Volce
applieatitms:' IHs important to the'economy to keep the
U.S. in the lead in technology. . " " .,

. .'.'11ieJf~',~ .well.as the Cl~toll!~re adrnffii:s.~J,
tion and many members of Congress, have recognized
ihe'v81tib ofthe lDternet mid theSe applications in rnam~
tiUfmg'this:ti:sj~Bb(,"hesaid." !j' "~$;;', ipI '

l!>l{f")'.1 ';'. ~.,.:~'.,. ,.)~,. ,,(.P, :, ....,.." '" '",{,~ ~'l'~l
,i-tn-,ThF,VONP>alition;wasf<?~~o years ago,as an
'~:~vocate~! #I.~loregul~~J:nte~~~~ryices (~pj

3

March 25, 1996).,The Coalition's 6Om'd:inc100esrepr6.
sentatives of Cisco Systems, Inc., Dialogic Corp..,Intel
Corp., Lucent Technologies, Inc., Microsoft COrP:,' and
VocalTec Communications, Inc. nI

Sprint:: MCI-WortdCoi:n.~I May
Spark Internet Consolidation

H regulators allow MCI CommuniCations Corp. and
WorldCom, Inc., to consummate their planned merger
withoutdivestingone oftheirInternetbackbone holdings,
other carriers in the Internet backbone business likely
would have to consider merging as well, according to
Sprint Corp. officials.

At aWashington press briefing last week, John Hoff
man, senior vice president-external affairs, said the com
pany didn't oppose the proposed merger of MCI and
WorldCom outright. But he aired concerns about the pros
pect of the merged company's controlling about 60% of
domestic Internet backbone traffic (TR, Jan. 12and March
16). Sprint now is one ofabout "five or six players" with
approximately equal market shares in the Internet back
bone business, Mr. Hoffman said.

Allowing the combination of the Internet backbone
assets of MCI and WorldCom would "force us to do
something," said Mr. Hoffman. "Either we'll have to
get bigger or get smaller•••We'll probably get bigger."
Ifregulators "don't like that prospect"of increasedconsoli-
dation, ''they'd better stop it now," he said. '

, ,

The press briefing was held as Sprint executives met
in Washin~with FCC Commissioners and their staffs,to
discuss the status ofa.'mpetition in local exchange Il'I8rl¢ts.

. , \ . .
Richard Devlin, Sprint's general counsel and execu

tive VP-extemal affairs, said the com~y told the FCC
that it was !'doing a good job" in evalUating.Bell com-'
panies' bids to provide in-.region interLATA(1,9C8l access
and transport area) services. Despite;the 'political pres
sure toapprove a Bell companyapplieation.to providethe
services, the FCC "has to hang in and do the Jjg:tJ,t thing,"

.' . -.'.". .. ;...

he said, ..~. ; , .- "-1; • 'i(~i .(".:~' .!,; ';:

. '-;'Mr.Devlm added thatSprint woUld announce'''rela-'
tively shortly" its plans for laUnching co~petitivelocal

exchange 'catrier (CLEC)' operations targefiiig m8rkets
served by other incumbent local caniers. ' (Sprint owns
an9operates~~t,telq>hone CQIIlpanies in .19 states.)
~~gi~,GLEC venture, .Mr. ·Devlin.$aid only that

. SPmlt ~;~nsjdering ~,'altemative'Plans.d1atcc:dd,P'O"·
.v¥Ie:an~c; SQlution:.~to enteringl~ e~bangelmar,:,~

ke~while~idifferentiati,ng"iit f(Om othercarriers;~IJ ,qiIl
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FOR RELEASE TUESDAY, MARCH 3,1998

AT&T proposes bold new initiatives to eradicate slamming
Recommends tough, uniform anti-slamming measures be implemented nationwide

'.

NEW YORK -- AT&T today announced it has undertaken bold new initiatives to eradicate
"slamming," the fraudulent practice ofswitching consumers from their preferred communications
company without their consent.

"We want to eliminate slamming from our industry and are taking the steps today to do so," said C.
Michael Armstrong, AT&T's chairman and CEO. "We will work to preserve choice by doing what is
right for consumers.

"As the industry leader, we have zero tolerance for slamming," said Armstrong. "That is why we are
also announcing today three tough new measures to ensure that our own house is in order."

• AT&T will voluntarily and unilaterally suspend the use ofoutside sales agents for consumer
marketing efforts at local community events. AT&T has discovered that these vendors
generate an unacceptable level ofcomplaints. The company will not resume use ofthese
vendors until we are comfortable that they can meet AT&T's zero tolerance policy toward
slamming.

• AT&T has established a slamming resolution center 1-800-538-5345 to provide dedicated
service representatives 24-hours a day, seven days a week to resolve any consumer slamming
complaints involving AT&T. The center is committed to resolve most consumer slamming
inquiries on the first call and any that require further investigation within three business days.
The center's capabilities will be expanded to handle business customer slamming inquiries on
April!. .

• AT&T will charge companies that resell our network facilities for the cost ofhandling each
valid customer slamming complaint they cause. AT&T will also step up its monitoring of
those companies' marketing practices to eIlSijl'e that they are not misrepresenting themselves as
AT&T.

"These extra steps, which go above and beyond current industry practices, will give consumers an
added level ofprotection. We believe our entire industry should take this approach as well,"
Armstrong said.

Public policy makers in Congress and in the states have been increasingly concerned about
slamming. AT&T hopes its actions today will be constructive as Congress continues to address this
issue. That's why AT&T is calling on the FCC 10 use the authority Congress gave it in the 1996
Telecommunications Act to put in place the following industry-wide safeguards:

http://www.att.comlpress/0398/980303.csa.html 4/8/98
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• The requirement that all changes in local, local toll, and long-distance service for residential
customers be verified by an independent third party before they can be processed. This
verification now occurs only when communications companies call customers to solicit their
business. AT&T is proposing that verification also take place when customers themselves
initiate the call, submit a signed form requesting a change in service, or agree to have their
service switched while attending a local event in their community. AT&T will begin to
develop the systems and training necessary to implement third-party verification on all
residential carrier changes, following FCC adoption ofnationwide roles.

• The implementation ofstricter anti-slamming roles for the communications industry,
including roles involving compensation to companies whose customers have been slammed.
We propose a stiffcarrier-to-carrier penalty of$I,OOO per valid slamming incident.

• The tightening ofFCC roles on third party verification to prevent unscrupulous carriers from
using scripts that mislead customers as to the identity ofthe carrier actually soliciting their
business. '.

• The elimination of local telephone company control over the processing ofchanges to local,
local toll, and long-distance communications services. This could be accomplished by setting
up an independent company to handle such changes. This measure will take service change
activities out ofthe hands ofthe local telephone companies, which have a vested interest in
maintaining their monopoly position.

Since the early 1990s, AT&T has been in the forefront in condemning slamming and finding ways to
eliminate this industry problem. Based on the most recent FCC studies, the company's performance
is the best in the industry. AT&T has also coordinated several consumer education campaigns on
slamming over the last decade that has reached consumers in eight languages.

Editor's Dote: AT&T CbairmaD aDd CEO C. Micbael Armstrong will bold aD audio Dews briefmg at 11:00 a.m.
EST today. Reporters tD tbe United States waDting to jolD tbe telecoDfereDce caD call 1-800-260-0718. Bepnntng
at 1:30 p.m. EST today, a rebroadcast ~rthe audio DewS briefiDg will be repeated for 48 bours at 1-800-475-6701,
access code 381490.

For more information, reporters may contact:

Karyn Vaughn-Fritz
908-221-7974
k:vaughn@att.com

Ruthlyn Newell
908-221-2737
ruthlvn@att.com

For information about services AT&Tamp;T offers, customers should visit:

AT&TamP:T Business Services
AT&Tamp:T PrePaid Card Center
AT&Tamp:T Online Consumer Catalog
Telecommunications and Public Policy

KEYWORDS: competition, long-distance, fcc, telecommunications act, consent, verification,
fraud - .<

,-
ATiT News Online IPress Archive IAT&T NeWsroom ISearch Press Archive ICustomer Service IFAOs

AT&TNews Onli?e Section Editor / Rita.T.U11rich@att.com

http://www.att.comlpresS/0398/980303.csa.html 4/8198
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" commercial Impact Uncertain

I FRENCH SPACE FIRMS TO FORM JOINT VENTURE UNDER THOMSON RESTRUCTURING PLAN

French KOyt. Moo. proposed restructuriDK plan for state-owned defense electronics company Thomson CSF that 4
would result in new entity combining Thomson, Alcatel Espace & Defense and Aerospatiale's satellite manufactur-
ing business. Joint venture would pursue military and commercial contracts, Alcatel spokesman in Paris said Tues.,
but precise impact of transaction on commercial markets won't be known until after new year. He said govt. and
Thomson will retain 30~35% of new company, Alcatel about 20%, Aerospatiale about 10%, and public markets re-
maining 30-35%.

Aerospatiale s.pokeswoman. s.peakinK Tues. from Les Mureaux hq, said govt. outlined terms of deal, but industry
still needs to work out details. "The next step will be for the companies to negotiate the industrial setup." She said
companies need to determine value of each other's contributions. "The government has announced what it wants to
do, now it's a matter of resolving the business issues," she said. Matra Marconi also had bid to be partner of restruc
tured Thomson. With Alcatel joining up with Matra rival Aerospatiale, observers say Matra could be forced to go
outside Europe (possibly to LoraI) for satellite payloads.

AJcate1 wjJI be free to choose contractors besides Aerospatiale for satellites, Alcatel spokesman said. "This is not
an exclusive partnership;' he said. Alcatel constructs satellite payloads, while Aerospatiale builds satellite buses at
its facility in Cannes and Matra in Toulouse. Alcatel is expected to be named prime contractor in SkyBridge project,
but spokesman said that doesn't mean Aerospatiale will be selected automatically to build constellation. Loral,
which manufactures spacecraft in Cal., also is investor and partner is SkyBridge project.

New joint venture. which hasn't been named, will result in stronger Thomson, as well as stronger partners, AI
catel spokesman said, especially for defense applications. Commercial telecom activities and potential new business
"needs to be evaluated," he said. "It's premature to say how this will work out." Joint venture would have advantage
of combining Thomson's ground station capabilities, Alcatel's payload expertise and Aerospatiale's Eurobus space
craft in one company, Aerospatiale spokeswoman said. "The objective is to make the companies more competitive."
Source in French govt. said decision was based more on military needs than commercial considerations. "The [So
cialist] government thinks the military is more important than the commercial sector," he said.

Amedtech·proflts Rise

SPRINT PROFITS FALL 32% AS GLOBAL ONE AND PCS COSTS CONTINUE TO EXPAND

Sprint 3rd-Quarter profits drQPped 32% as share of losses from Global One joint venture and PCS partnership ex
panded significantly, offsetting increased long distance volume and local access growth, company said Tues. Sprint
management also disclosed wide-scale review of Global One operations, with partners Deutsche Telekom and France
Telecom, which executives said should improve operating expenses. Sprint also said it halted "active marketing" of
competitive LEC (CLEC) services in Cal. until regulatory issues are clarified. Ameritech said profits rose sharply on
"vigorous" customer demand and double-digit increases in cellular, paging, access min. of use.

Sprint income pluoW 10$211.7 million (49¢ per share) from $312.4 million (72¢) year earlier, with Global One
and PCS losses increasing to $227.9 million (-35¢) from $71.8 million (-1O¢). Losses from other new businesses
also hun profits, company said. Wall St. analysts had expected Sprint to hit 51¢-per-share mark for quarter, based on
First Call consensus. Revenue increased 7.9% to $3.79 billion from $3.52 billion. CFO Arthur Krause said Global
One losses are expected to continue for up to 18 months. Current review, he said, "will result in infrastructure im
provements and lower operating costs." Unit had $280 million in revenue in quarter but "bottom line progress fell
below expectations," he said. Losses increased to $41 million from $24 million last year.

BuildinK nationwide PCS network remains on schedule, Krause said, with first phase of network -- covering 65
markets -- scheduled for completion by year-end. Costs to acquire subscribers and revenue per subscriber "were
within our range ofexpectations," he said, but he reserved further comment until after 4th quarter, when demand in
creases. Build-out costs also "met expectation," he said. Share of losses was $187 million vs. $136 million in 2nd
quarter this year as costs to acquire customers and expand coverage area increased. "We will see another significant
increase... in dilution from PCS in the 4th quarter," he said.

Core busineSses improved. with 100& distaoce call volumes increasing 14%, revenue 8.1% and access lines ~.6%
to 7.4 million, company said. Long distance revenue reached $2.25 billion from $2.08 billion as residential, small
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I and large'business segments posted "outstanding performance" in quarter. Gary Forsee, pres., Long Distance unit,
said some growth in international traffic reflected end of Fridays Free promotion in some markets, although program
remains popular for many U.S. companies. Data traffic increased 6% from last year and company is on track to haveJ .80% of traffic on synchronous optical network by year-end.

Local unit revenues were up 4.2% to $1.34 billion as access lines and new vertical network service revenue in
creased. Mike Fuller, pres., local unit, said revenue from enhanced services, such as caller In, jumped 25% from last
year, and access min. of use rose 7%. FCC access reform order issued July I cut $8 million from local unit revenues
in quarter. Toll revenue fell $17 million in year, reflecting $15-million reduction from shutdown of United Tele
phone long distance operation, Fuller said.

Ads and marketim~ for Sprint's Cal. CLEC operations have been suspended, Krause said, "until such time" as
rules for resale and unbundled network elements "become clear" and company considers "economics" to "support
mass. marketing" of CLEC services. "We are gaining valuable information about customer preferences from about
20,000 residential resale users," he told analysts in conference call. Company continues to operate with existingcus
tomer base, he said.

Ameritech Profits Rise

Ameritech profits increased 18.1% to $613 million ($1.12) from $519 million (94¢) year earlier, but results in
cluded $37 million (7¢) after-tax gain from sale of 12.5% interest in Sky Network TV of New Zealand. Without
gain, income rose II % to $576 million ($1.05) and exceeded Wall S1. forecasts of $1.04 per share. Revenue gained
7.6% to $4.01 billion from $3.72 billion. Company didn't break out revenues by segment, although it reported in
creases of 3.3% in access lines to 20.2 million, 11.6% in network access min. of use, 30% in cellular subscribers to 3
million, 34% in paging customers to 1.4 million.

Demand for services "is yi2orous," Chmn. Richard Notebaert said, and company has expanded in security moni
toring and cable TV to satisfy customers. In cable TV, he said 53 franchises in Ill., Mich. and Ohio have reached
communities with 2.2 million residents and are signing up one of every 3 households where service is offered. Secu
rity monitoring business also has expanded with acquisition of monitoring assets from Republic Industries and Rol
lins Inc. SecurityLink has one million customers in 92 U.S. cities, company said. Construction expenses in quarter
were $652 million vs. $657 million last year, but for year increased to $1.83 billion from $1.68 billion.

COMMUNICATIONS PERSONALS

Patrick Vien promoted to pres.-COO, N. American TV... Lee Lam, ex-Pacific Star Communications, ap
pointed COO, Millicom International Cellular... Larry Wasielewski, ex-Wedgestone Automotive Corp., named
pres., Integrated Wireless & Digital Vehicle Aftermarkets Products, new unit of Applied Cellular Technology...
Kevin Brauer advanced to pres., national integrated services, Sprint, succeeding Wayne Peterson, retired...
Charles Stees, ex-Lockh·;d Martin Telecommunications, appointed vp-CFO, Lockheed Martin Intersputnik...
Paul Haggerty, ex-American Sky Bcstg., becomes exec. vp-CFO, Fox TV... Ed Ely promoted to dir., access net
works business unit, Siemens Telecom Networks... Lewis Wilks, ex-GTE Communications, appointed pres., busi
ness markets, Qwest Communications... Donald Steely, ex-Alltel Mobile, joins SpectraSite Communications as
vp-industry relations; Thomas Mackiewicz. ex-SBA Communications, named regional vp-sales; Donald Ander
son, ex-Nynex, named vp, SpectraSite Development, Tower Construction Div... Paul Gremaud, ex-MCI, ap
pointed vp-sales, American Mobile Satellite... Norman Kwong promoted to vp-technology, Ortel... Robert
Stengel, senior vp-programming, MediaOne, resigns at year-end after deciding not to relocate to Denver from Bos
ton (CD Oct 8 p9)... Patrice Glenn, ex-Lucent Technologies, appointed dir.-employee communications & corporate
affairs, NBC... Tom Doerr, news dir., WPLG Miami, elected chmn., ABC Affiliate News Dirs. Advisory Board...
Changes at TBS Superstation Research: Andrew Miller, ex-KTXH Houston, named project mgr.; Jane Glasgow
and Angel Cretegny promoted to senior project mgrs... George Gerbner named Bell Atlantic Prof. ofTelecom
munications, Temple U... Gayle Garrett, ex-KSWB-TV San Diego, becomes sales mgr., KBHK-TV San Fran-
cisco... Alfredo Duran, pres.-publisher, Exito magazine, appointed vp-managing dir., WYHS-TV Hollywood, Fla.,
Miami, Nov. 10... Cornelius Brosnan, vp-strategic planning, Sprint PCS, appointed to board, American Technol
ogy Corp... Eileen Murphy, PR dir., New Yorker, rejoins ABC as dir.-media relations, ABC News, Oct. 20... FCC
Events: Comr. Ness addresses Wall St. Journal Technology Summit Oct. 15 (today), Marriott World Trade Center,
N.Y., 12:30 p.m.; Commission holds N. American Numbering Council meeting Oct. 21, 1919 M S1. NW, Room 856,
8:30 a.m.-4:30 p.m.
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Mel PRESS RELEASE

"LOCAL PHONE MARKET REMAINS MCl'S NUMBER ONE
STRATEGIC OBJECTIVE FOR 1998 AND BEYOND"
01122/98

Jamie Depeau FOR llvIMEDIATE RELEASE
MCI
1-800-644-NEWS

LOCAL PHONE MARKET REMAINS MCl'S NUMBER ONE STRATEGIC
OBJECTIVE FOR 1998 AND
BEYOND

MCI WorldCom Merger Best Way To Fulfill Promise Of The Telecom Act

WASHINGTON, DC, January 22, 1998 -- MCI President and Chief Operating Officer
Timothy F. Price today announced MCI will focus its resources and investment
into the local phone market exclusively through a facilities-based approach.

"We'll go with the only business case that makes economic sense," said Price.
"We'll build facilities to businesses first - then leverage those switches to
provide local service to residential customers where it's possible and where
local loops are affordable."

In an address to members of the National Press Club discussing the changing
telecom climate since the passage of the 1996 Telecommunications Act, Price said
, "spending money on resale, or where network elements are overpriced, is not an
investment. It's throwing money down a rat hole."

Price added that as long as the current regulatory environment continues, MCI
will not offer resale service to any new residential customers. He reaffirmed
however that Mel will continue to service its current base of local residential
customers.

http://www.mci.com/aboutyou/interests/publicpoVpress/980122.shtml 6/3/98
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Price described the MCl WorldCom merger as the best way to fulfill the promise
of the Telecommunications Act of 1996 and bring to all Americans choice for
their local phone company.

"Our proposed merger with WorldCom is the very best hope for competition in the
local market because it increases our speed and ability to bring local
competition to business and residential customers," said Price.

Price called for an end to the incumbent monopolies' egregious overpricing of
resale and network elements. He said the monopolies have garnered huge profits
from local networks bought and paid for by captive local phone customers who
have no choice but to enrich local monopolies' coffers.

"The problem isn't that local service is an unprofitable business," said Price.
"It's terrifically profitable for the local monopolies who enjoy those 40-plus
percent margins. However, they've managed to ensure that the business is not a
profitable one for new entrants, who don't have government protected territories
, who don't have guaranteed revenue from access charges and can't charge
exorbitant one-time fees."

Noting the upcoming second anniversary of the Telecommunications Act, Price
emphasized that "the Telecommunications Act can't be successful until new
entrants can be successful in local markets."

Price said one of the most important reasons Mel agreed to merge with WorldCom
was the ability to expand the company's reach into the local phone market. Upon
completion of the MCI WorldCom merger, MCl's local presence will triple -
bringing from 31 to 100 the number of markets the merged company will be
facilities-based.

"WorldCom is the ideal partner for a company determined to become the number one
competitor in facilities-based local service," concluded Price. "The approval
of the MCI WorldCom merger will be the first real step to genuine competition in
local markets."

Copies of Price's remarks can be obtained through MCl's News Bureau, 1-800-644
NEWS.

MCI, headquartered in Washington, D.C., offers the industry's most comprehensive
portfolio of communication services. With 1996 revenues of $18.5 billion, MCI
ranks as one of the world's largest telecommunications companies. MCI is also
the world's second largest carrier of international traffic and operates one of
the world's most advanced Internet networks. Since its founding in 1968, MCI

http://www.mci.com/aboutyou/interests/publicpol/press/980122.shtml 6/3/98



MCl Press Release-Ol/22/98- Page 3 of3

has been a leader in bringing the benefits of long distance competition to
businesses and consumers and is now leading the charge to open U.S. local
calling markets to competition. On November 10, 1997, MCI announced a
definitive merger agreement with WorldCom, Inc. to fonn a new company called MCI
WorldCom.

###

____III
Copyright 1998, MCI Telecommunications Corporation. All Rights Reserved. The
names, logos, taglines and icons identifying MCl's products and services are proprietary

marks ofMCI Communications Corporation.
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TCG Completes Acquisition of Acc Corp.

IlecrSTeleport CommlJnlcatlons Group

TCG Contacts:
Nancy Huson, Investor Relations
(732) 392-2154

Roger Cawley, Media
(732) 392-2122

ACC Corp.Contact:
Michael R. Daley
(716) 987-3175

TELEPORT COMMUNICATIONS GROUP INC.
COMPLETES THE MERGER WITH ACC CORP.

For Immediate Release

Dayton, N.J. April 22, 1998

Teleport Communications Group Inc.("TCG")
(NasdaqlNM:TCGD announced the completion of the
merger with ACC Corp.("ACC") (NasdaqlNM:ACCC)
effective today. ACC is a provider of competitive
telecommunications services in the United States, Canada
and Western Europe with annualized revenues in excess of
$452 million and total assets of over $328 million.

The merger was a stock-for-stock transaction with an
exchange ratio of 0.90909 ofa share ofTCG stock for one
share ofACC stock. The total value of the transaction is
approximately $1.1 billion.

"We are very pleased to have executed this merger on such
a timely basis and we welcome ACC to the TCG family,"
said Bob Annunziata, TCG's Chairman, President, and
ChiefExecutive Officer. "This compelling strategic business
combination will significantly strengthen the competitive
position ofboth companies and broaden TCG's presence
domestically as well as internationally. The completion of
the merger brings TCG's metropolitan statistical service
areas (MSAs) to 82 from 65 at year-end 1997. TCG and
ACC have made significant progress in integrating our
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TCG Completes Acquisition ofAcc Corp.

teams to ensure a smooth transition, and we expect to
continue with our entrepreneurial culture, commitment to
our customers and excellent financial perfonnance."

TCG is the nation's first and largest provider of competitive
local telecommunications services, selling both fiber optic
and broadband wireless facilities to serve infonnation
intensive businesses with an array ofadvanced voice, data,
video and Internet services.

This press release contains forward-looking statements that
involve risks and uncertainties detailed in the Company's
SEC reports and registration statements. Actual results may
vary materially.

Copyright ©1997-8 Teleport Communications Group Inc.

httn://www.tC.!.com/tclYmediaIPRr.nrrp.nt/~r.r.r.1nc:.p. html
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Figure 1
Revenue Reported on TRS Fund Worksheets
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September 5, 1997

J .1'.~ SECORITlBS INC.

S~~ (1-212) 6~$*83~7

Marina 1'u (1-212) 648-9433

'l~l~ communlcaor.10DS Group,. Inc:- C~et Perfoxmer)

~ GAW t.1PIIBIL'r ~IOR AT JPM RIGS YXBLD CONPBRBlfCB; 'l'lUIIMIlIG
~

n:G.I 52-\'Zk
9/4 ~e 12/96

W/EDlmA
------------------ ------------ ~

12/97 12/98 30/97 3Q/~6 12/97£ 12/98E Yld ($MM)

$3'.00 $42-21 ($O.$6)A (1.26)E (1_70)$ (O.)))B (O.al'A ~9t

~0U8 (1.21)B {l.'S)K (O.31)E
8J. 6,427

lIo'Cez 1~9' t1gures are eft a ~ ~o:.:-. ~i$.

Teleport·s CPO John Scarpati made a: presenta.tion. at. J.P. ~.~ 1'97
GJ.obel High Yield CoaferellCe in lIe1r York }'1IstU'day, se.pc.~ "'. ~
~~ px'eSent:e:c:lQO. oont~~ ow:: view that Teleport is one of the best
posit::laDed C'LSCs _ 'rbe CClCI:ent of the presentation focused a". the
~'s 'ID1mY ma:c'ket opportvnitie& ~ the U.S. t:elcCClCll irJd1»try.
~t :believes: Chat 10C1l1 IiW1tched services wUl com:imle to ~
Teleport '» prilDlltry source of growth iWd ezpcebs both. r&'nm1JeS and. BBI'I'DA to
ClCI1t1m.te their rat>1d. expImS1oc. 'relepo2:t: re<:eDely CC«lPleeed. its
acquisiticm. of Eastel:D. Tele~c (a 1'h:Lladelpb1a-bilBed c:r.BC) ami~t (a
Tier 1 Intexnet ~ce provider).. aml is 1:1:1 the P:oce8$ ot fhalizing its
.equisiti.on of Bi:Tel (a 38 GIb: CLBC). T~leport plaDs to expand ior.s
~ionin.g of Int.e:met ~:tTiCC5 to more cities and is expeC1:ed to roll
aut. lea long (U$t'!IDce $errlee$ in t.he second half Qt this year, f-urti:Ler
fw:l~ ~owtb. Boveve.r we are:l~ ot:' 15J97 KPS estimates to
$(1.2&) from $(1.21} ~ ~ 1998 BPS e$t~te$ ~Q $(1.'0) from S(l.oS) to
:reflect the dily,ti;v~ 1lapac:t ~ 8QCb. new service i:aj,~i.~i~$_ In .spit.e ~
eJJe~ ~ets, we cocr.1Ime to believe thitt the stock·.s curre.nt
valuation ~air1.y reflects Uta QO'C!IJ?Cly'" strengchs an~ QPPOX't'cmities.
we therefore ma~taiD our MAR'.IET pE!U'ORMBlt rad,XIg QU ehe stock. 1'bA1C'e
cou'ld be furtber upside to t:he cunene scock price 00 Teleport. t stakeout
poteQ.t:i.al.. _

K<:>table bi~hI.i9'ht.~ of the presentation includea:

Local sw:Ltcbcd serri.ce~ c:ntt.i1lue to b!I aajQr sro-.tn driver -
JlaDagemenc e:a:pect:ill local switc:be<l ~QM tQo aQCOl;ZD.t for about 50\ of
'J'ttl.~·s tot.~l 1998~,~ &om the e$ti!Mted. eJ.t in 1997. oro
CiLp~ this! t.r~~t oppo.r1:UD1t:.y. TOleport bas been AXipWlding
iota geog:capb;i.c coverage, leveraging' the use af both fiber aud wtreless
tecb1'lologie$. alXl USIing 'VCIriOU$ markatiDg and distr1hut.icm channels. The

-- PDS"t CM.L - OR CALL --
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Q""lJ?""Y~~~ "dc:Nn a8rket· UK1 market:ing' ~o 811Q11 ~ mod.:Lum
ai.Md J:lwai.0e"8~, thereby ~x:petO(Ii~ the size of its ~8&bl4t~.
AltIO, tk :bulk of 'feleport'8 202,000 access liae$ is OI:l.-Det~ providing
superior margins than X"eAle/"..D~maled loops. We ))eli.eve that 'J."sleport iEJ
vell-p08itiQlled to cap1tal.ize on r.he lNrOoy~ oppc:n:tUDitles in the
inc'.reas1Ilgly deregulated loeal. raarkat.

Launch of long dist:aDce services - Tel~ pJ.~ to lamcb service
in t:hB EIeCIODd half of dd.s :ve«c. S\1d1~~ will be t~ted primarily
~o -:1.1 UId ..alum-sized l:w.J$inec.ses tba.t ~f*r to ~cbiuIe integrated
1:e1eoom ~rriOE:$. ~ i:atrOCluctiOD of J.~ dJ.5taDc:e nrv10QS makes
IJb:1Ltegi.c sc:=sc .mc:c it. nee. caJ.y~ <Nt Teleport's se:z:vice portfolio
..,.~ • h1.g!l1y ~emen.earyplr;QCiuct to its current ~terings. J:A.tt alsro
belps to better 1everase t:be caapanyts net:.~ ...sets. r.l.eport. 18
~ed to provide loug: distance Slft'V'lCiltS a1.cmg it:S QW. faCilities withf.D
regi<ms where .ice ne~ ;tX9 rOiDQ8t.l.y ~et.ed. ~ ~ocs In.c1ude
the • Con:.i.Qcr. :r:aasJiDg' froa Hew Rampsb:1re 1:0 Virgini~. tba .x.gicns
betweeo. I.o8 ADge-les C1d San Diego, ~ bet:.1lIINZ1 M:U~ aD¢ ¢ni.CiLgo.
Oth8r long haul servica vill be p:cvv1de<1 on a resale has1.S.

keeDt aoqWJl::l.t1aas a<kI new prcducts aM JS;~~ - The aoqaisition
of But.m. teleLogic completed '1'elepo:r:t· B NK Corridor scracegy, allow1tlg
Teleport to cexmeet i~s Det:works trcm Jl'ew R&lJlH'bi re co Virginia. Teleport
auo ~~ly added Internet services eo iu proc!nct: o:ffe-riDgs~ :Lts
~itiQn of Satl I>.i~-J:>aM(1 c.BJli'EIee. Teleport bu l.metNllCS ~t' s
!nte~~ se:r:"'ri.ces 1:1 1.8 ~ities, briDging ehe eot.a.l. ~r Of citiesa~
to 22. T«lcport plans to roll out its Intexnet services to its: oc:.her
markets. separately 'teleport iv iD tbe process of aequ:1r1xag the remaining
51t of :tiz.T8l t:ba1:. i'l:. did 1lCX a.l%ead:y 0.1- 'lbe 38 (;Hz wireless 10CiU
aecee& tee=ology provides an. aJ.eemat:.ivtr to fiber for local loop bypa$$.
3izTel currently serves aPl*ccll:i:llll&t$ly 206 ge:ogJ:~¢~. 'l'bc
acq;uis1t:i.on $b.oulci p:r:o-n,oe TeLeport with se:ve:al a<tv1u:l1;;ages: 1) broeade:n
1'e4~'S network eove~, 2) recluae t.he dapeJ:J&m.cy on i'OOr«tbent I.BCs
for local ac:c:ess. 3) 1Dcz:Ieue time to new lIlaz:bn:,s.. "} lower oa:pital
~~t5~ uctwot"k ~truOti~, imd 5} prov:ide greKer peneerat:lon
in ex.isting marksts.

SoUd f~c:i.a.l ~it:ion OOI11:im1es ~o support hish capex requ.1rO'1QCUt.a
- Teleport ba$ ODe of the best fiILmc:1lill positions in t:M sector, giving
it .i~1f1cant ~t.it.i'lltadv~ over i't.s peers. TQlaport is ~ only
CLKC with pocs:Lt:i:ve DI'l'DA eDd en BBI'mA level tba.'t. oovers cash interest
~. At. the eDd of 201':17 • tbe~ bad ~7l> millicc Of cQh on
~~ bad 8. C(XQ});'ned debt aDd. ~ity eapitaliAti011 of $l,8U U\illiol'L
Teleport a.180 E'9~ly iDc::eased its baDk fac:111ty to $400 lRil1ion from:
$250 =-lli.QQ. '!'he bank line ~ obtai ned using Telepo:;t· 9 Hew Yon
operation. T:blt llIlilv YOI:'k operation, vbicb. ~$ tile C:~·s f'l~p

1NL.Yket; :L$ e.;ar~ly posi~i'Vll! in bI"l"DA, operating iD<:ClCMr,. aDd ea=ing8,
im4 115 expeet.ed to tU%D free c:&8h flow posit:i~ 'by the ~ of .1."7. The
.. Yox-:k operat.!0111 .~ec1 ~or about: 35% of -.r.leport· s total revexmes in
2Q/97, dcwn f:l:"Cm sa in 2Q/96 _ Th& lCllll'er percenta~ reflect9 the
in<=rea1J1DSly diverse ge<)g!:~C cenrerage of e~ company. Such.. solid
:f1zum.cial ~~ticc $upport.. t:b6 ~y'5 aggre&&ive <:capex plct&.
~ I;ci.t;4r.lLted that capital~ WQU1d be~ $$00 mi.ll::l.oa. in
1997 and $600-600 tDillion in 1.998 _ RQ1.lghly 60lt o£ tbe.M UlOU:IXC 'WOuld ~
w.c:eess-bucd, with tbe remaining 4.0% deployed ~ the ~io~ of both

- - F'IBST CAU. - Oil o.u. --
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ftr.U:ebe:d: X&4~ SH'V'i(lill!l$. '!"be gc;apcmy is expected to .c.Id fi'W)
firi~dJes to It:1 ex1IJt1D5J 30 by U1e 8Dd. of !::he yee.r and. to add about 1,000
rout~ lUiles of f1J:)e:r per year. In a4ditic=, Telspore pl&13S ~o a4d eigbt
to 10 market8 each year to itfl\ exiaei1l9' ~5- Uliilrkets. Mlmageme::nt hopes to
morease ¢O'\I~ to a total ot about: 100 1DIU:'Qes.

Fi:cst caI.l CoLporatiCll - &1.1 ngbtB reserved. 61.7{345-2500

-~ BDd of l'o1::4Il <-
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sha~ antitrust enforcement Jurisdi~i~;;:.~te4ioUndiremewoiblO1" .:'{~
have inued Joint pidelines; .:'~:'. :: :;': /~...~.:, .~ .DtitrUt~lllOfmeraera;,but that.~

Central to the '1992 DepartmenttOf i'f'·.:--:" lqlroVtml~~ .;:ould be ~~·t,?~nl!C~
Justice and Federal1'rede:<:ommisi.ion ~,; ',dVaDCeSQl Jesal and eGODC)mic~"', tl
Horizontal Meraer Guid~lines ~~ ''';';'>~:": ":thinJdIJs..!'l'be-~" ~2ODtaIJ.ler!er::~
recopition that sound ~r,~·,,> 'I': ;:,,-,·.Gu1deJiDeI.a~plitbJhlH)bjecijv.ei.~
enforcement is an essential compo~~f.,.',.ndatsO d8rify c:ertaiDalpeCt, ohhe<:

. of our free enterprisesyste~benenttiJ\g:~."l.t.rGUideliJlestbatp!'O!ed~C)be ,~
the cOmpetitiveness of A;merican nrms.,,;.'\~bip~ or.were 1n~8rpretedby" ":;
.and the welfare of Amencan CC)DSumers·Qbservers in 'ways that were, .. , '. .' /~,
Sound merter enforcement DJUlt p~ent"inooAsistent with the actuaJ:j:lollcY of tIi
anticompetitive meJ18!8 yet avoid ." 'a_cles~' .' '.: . ,. . '. .~;.. . .' ...~

i' SUWIARY: This notic~ announces the deterring the lafle!' uDlve~of ' . "the 1992 HonzontalMes;ger' .<~
J•oint rele.ase by the Depa'r1ment and the procompetitive or competitively neutral.. COld'Un .. do not Include'is di~~';'.;~',

mergers. The 1992 Horizontal Merger; ':' ..e•. e, ._.. . .. ~~~."
Commission of \he 1992 Horizontal Guidelmeslmplement this objecti", bY.__ofho~taleff~.hPJ non-~ri~

'. :Merger Curdelinea; updating Cuidelines describing the analytical foundatio~aof. mer.senl~.,.,eli~ti~Qbpeci"c "~1
issued by the Deparbnent on June 14. merger'enforcement and.providing/". '. P,Oten~lentrantsand competitl~.,. I

" 1984,(published in the Federal Regi8ter guidance enabling the business.. '.: .prf)blems from verti~l 1DfqeJ'8). 'Neltll
June 29. 1984.(49 FR 28823)) and the community to avoid antitrustproblems . agency baa changed its poUcywitb
Commission's 1982 Statement' when planning mergers. . -.... . :respect to non-horizontal mergera. .

· Concerning Horizontal Mergers The Department first released Merger Specific guidance on non-horWmtal .;
· (reprinted in 4 Trade Reg. Rep. (CCH) Guidelines in 1968 in order to inform the mergers is provided in MCtian 4 of the.
~13.200)" The Guidelines have been business community of \he analysis ':. Department's 191M MefIW Guidelines;:
revised to clarify the Agencies' applied by the Department to mergers. read in the contextoftoday's revisiOJu
enforcement policy concerning under the Federal antitrust laws. 'The· '." to the treatment of horizontal mergen;
horizontal mergen and acquisitions ~968 ~rger Gui~eline6 eventually fen . Anumber of today's teYildons are ""
subject to section 7 of the Clayton Act, mto diSUse. both lntemal)y an,d· - large'I'y' technical or stylistic. On.em'8'..,,'
section 1 of the Shennan Act, or section lly h eel d by 'J.
5 of tlie Federal Trade Commission Act. externa ,as ~ ey were Ipse.. objective of the revlstona'isto
The Guidelines describe the an.alytical d~vel.opments m legal and economiC streDsthen the document as'an

tbmkms about mergers. . . '. . '.' I' the ...'-._
proceSs that the Department and the In 1982, the Department released '. a~lytJ.cal road 11I9. 101' .' .ev.._tilll
Commission will use in detennining . revised M8rger Guidelines whiCh:' .... Ofmergers, :,rhe Jansuqe, therefore.tl!
whether to challenge a horizontal reflecting those developments. departed inte~dedto~~-neutral,wl~
merger or acquisition. Publication of the dramatically from \he 1968venion.· .' alt~ the burdeits of proof or~

· Guidelines is intended to assist: Relative ~o ~. Departmenfs ·actual,. .,' .or~ forward u thOle~~a~s
. '. businesses In complying with jhe., practi~,.ho~~,.the 1962M,e.rser ._... b.ave~en.establlahedby~~~I

applicable antitrust laws. . ;Guldelli1es J:ePreeente4 an evolutionary; ',adcH.tlon, the ievl.iona.prliJcipally
DATE:' Issued April'%, 1992.' not mOlutiOnary charige..Qn the' same / ... address two areas.. ' -. .', '-
ADDRUSeS: Department of Justice;'10th .date, the CommieaiOn rele~sed its ..; .:.: ''"."; 'l1Je most IIpiflCailt revisianto~
81 Constitution Avenue.NW.. . . Statement Concerning ~onzontal: /::' Merser ~uide1i_ is toexplaln~

· Washington.-DC"~Federal Trade .' M~ers,hisbtfshUnathe princiPal. .~. ·d.arty.bOw·Jne11eb may teed tl)' .
'Conumssion.·SiXth Ii Penniy1vanla' .' . cona~tiOll:' guidiuc the Co~s~!1.sadverle~mpeuUveeffectt'aJId how;

" . Avenue, NW.. Washington. DC 20580. ' h~~I~erpr enforceDJent ~t!-:-..c' ;.. :pai1icuJririn8rket faclcn .... to 1M!
. :,' Dated:·septembert,t992... .... .' notiDstlie COD8!derablew8igbt.Sl~~ ;:'~.DtthOM8ff_.Th'eIe"'::'
,J a..rieSA.,.. . '. - by the Commission to the Dep~rtmenta". reviaiona are fOtmd.tit HctIOn 2 or· the

Actin';Ass.istontAlto.'1lIeyee rol. 1982 MelBer Gui~ines.. _.. ,; . HoriZontal u-..;.Guld81ines.11WJ
"00 . The Department a current Merger' .':. ~";,'a- .' . , . . ,..

. , DeportmentofJU6tice. . .. GuideJines. .released in 1984. ndined and: ~dprlnClj)lllrevillaniUo~
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:~. ·.bnpleiDentiDs·tbis objective. however.. . pouible co~er.re,spon.... Supply:..... ;~:..Plallbut ~flcantand. '~.' ',:, : .••~:
.·tbeGUide1lnes reflect the congressipnal. substitution facto~.e.. poMible ;;-;.'; .Jlon~itory: 1Riot inc:reJl8, it ,likely., .,:1

.. ' . '. intent that;Jners8r enforamumt iho.uld .., prqductionresponse~ consld8l'8C1· -.( .would enter rapi$lly Into production qI';, ;.:~
. 'interdict c::mnpetitiv8 problems in.their· elaewh~in the Guidelines b.1 the:' '" ..ale ofa JD81'ke~product.in the markeh.

. ·:inciprency~ .. , ..: . '. . Jdentifie,tion offboma thatperticlpate In·.area. with011t:bicl1mDlraip.lficant lunk .~.
. '1':.' ". . ';. ":,' ','; , . '.,. the releviQlt market and the analyals of:. costs of entry pd:extt. Fh'm8UkJly·to t~ •
.... ::: .o.z ·:o,vervlew. : - .. ' . :. '(: : . entry. See aectiona 1.3 and !l.·A market .c make '8I)Y.·of then IUpply reaponteI are "

'.': .'~.: .. ::Ibe QUideuDit&describetheiinaljrticar is defined au product orgroup.~, :' ... .- -c:QDlideredtO be "uDcommftted~eDtranta;'
" ;.' ';; '. proCeq. that the ,Ageil~will emp.loy in. Products. an.d a 'geosra.pbfc area. ,in 'W.hi.ch. . because their.aupply reaponsewoukl .. , .'.
.'. '. •de~wh~ther to cbaUenge a .it ia produced or iold .uch that 8 :: .• ' ..•.. .create new production or saJe.in the,' .' ~

.. horizontal merger. First; the Ageney • hypothetical profit-maYimtzi1l8 t'irm;not relevant market and because that .'
::..a~'whether the merger would .ubject 10,price regulation. ,that wa.~e,: ;productioli·or.aIe could be quickly. ",,;

, aipificantly increase concentration and' only preaent andf\lture producer or " .' .terminated wtthoutaignificant Ion;" ; _
. result in a cOncentrated market;· , seller of tho.e products in thllta~ '.-. Uncom.mittedentrants are capable of '", .

_ pr:operly defined and mealUred. Second, likely would impose at leallt a ".~all making such quick andUDCOllUD!tted .'
:. :- , th~Altm~8••eaaesw~etherthe . ' ~ut s~can~and.nontranaitory ". -supply responses that they likely.. "
. . merg~. In'light ofmarket. concentration' mcrease m pnce. a88uming the terms of.. influenced the market premerser. would.
" and olbedaetors thatcharacteriZe the .ale ofall other products are·held ..influence it po.t-merger. and .::
, maik~jt,raiae8'Concein ilboutpotential constant. A relevantmarket i. a group acCordlnsly are cOQlideredas market ,r

adverse eompetitiveeffects. Third, the of product. and a geographic area that is participants atooth times. This analysis"
Agency aS888.e. whether entry would no bigger than necessary to satisfythi. of market defiIiition and market ~.
be tiniely;'likely and sufficient either to te.t. The "small but .ignJ6cnat and . measurementappliea equally to foreJp~'
deter or to counteract the c;ompetitive nontransitory" ~crease in price is and domestic finns. . . ".
~ects of concem.. Fourth. ;the Alency employed .olely a~ a methodolo~cal . If the process of market definition and'1
assesses any effiCIency galDS that tool for the analY'l' of mergers: It is not market measurement identifies one or .
reasonably cannot be achieved by the a tolerance level !orprice ~creases. more relevant markets in which the ..';
parties through other means. Finally the . Absent price di.~ation. a .merging firm. are both participants, then'
Agency assesses whether. but for the relevant market is de.cnbed by a the merger is conaidered to be ','
merger, eilber party to the tran.action product or group of produ~!s.and a horizontal. Sections 1.1 tbroush 1.5
would be~!ikely to fail. cau.ing it. a.set. geograpbfc area. In det~mumngwhether. describe in greater detail how product ,:'0 exit,the market. The pro~88 of a hYJ!othetical m~opobst would be in a. and geograpbicmarketswill be defined,'
a88e8smg market concentration. '. position to exeret.e market power, it is .how market .hares will'be calculated'
potential aclverse competitive effects.· nece88ary,to evaluate the likely demand and how market concentration will be '

.. entry. efficiency and failureis'a,tool that re.ponaes of consumers to a price a.sessed.
, allow. the Ageneyto an.wer the' . increa.e. A price increase could be

ultimate inquiry in ·merger analysi.: made unpto6tableby con.umers either.. 1.1 . ProductMar~t Defifli.tion
whether the merger is likely to create or . 'switcbiog to other product. or .witchin$.; The Agency.will first define.the .
enhance market power or to facilitate its ..to the 88mep~uctproduced byfbma . relevant product market with reaped I.
exercise.' at ,other locationa. The nature and each of the ·produ.cts. o.f each of the .,...

magnitude of the.se two type. of demand
. ,1'-Market Definition. Measurement and responses re.pectively determine the. mergingftrms.· .. '. .'

'ConcentraticiD:' . scope of the product market and.th, 1.11 .General Staitdards
1.0 Overview' .' geographic~et. '. .i '.',..,"" .
.. . . .. " "'. 'In contra.t; where a hypothetical- .' . .Absent price diaciimiDation. the·
,-Amerge1'l8 unlikely to create l)1'" monopoliat likely would discriminate iii.' A&encY willde1lne.~e;the'Pl:Oduct ..
enhance marketpower.or to faciUtate its, prices charged to different,groupi of .. -. market to be a prochjct or poup'of ",
exercise: unle.s it sipiftcantly.in~88 buyers. di.tlnguiahed. for example; by . products ~uch that ahypothetical proft

. concenti:a~on and reaults m-a . their uses or locations, the Aleney may . maximizi.IJs firm that wal the only ·...,'1:
.. : concentrat~ mark~t; pro~r1y defined.. . delineate different relevant markets., . present and future leller.of \bose ~ .. , ,~:'-:
';.. Il!l~meaaured.-Mergen that e_the.. dO .: COrre.ponding,to each such buyer group: products (''monopoUa~)~y~,;,

: :,); not~~tlyincrease C?OD~tr~tioo, ~mpetitiOnfor ~ales to each .uch group .. iJ:!1poae at leaita.·.·amantiut~,
; .:... ,.,or.dollot,re..sult In.• coneentra.ted. .' .,,:, may be affected differently bya' .'.:" ~~tranai~ory"'~:1 ...
'. marke~o~rily;require no. further. . particular merger and markets are. , >'" .'l'hat~ a88UD1inl thatbtiy&ra UbJy :, ~.1,8D';::ia:.'fY ;4.i. " •.:.:.:.';' ;,: . ";,'" '...de1lneated'by evaluatins the demand.<: .•. ,;<',;' ';~ .•.•...•...... };"",':,"'" ' .. :-;:~, :·~'-,:c~·
":.,'.: • 'rM.oD~ ytiC'~~thel,ihtIcrl~,.Jn~· .reapOlia. of e.a~ IUeb buyer groUp;A~,~'-'~',,-,'~·_~~i".t_:";~ .

"Ie ,.~~t "Aaency .. ;', ':, relevantma.rketoftbialdnd,iadeacribecL- ......uolDilar......................,
"~";"'~'.,evaJ~tM~lik1eYCCQI,lpetitivelmpact:> by a coll8Ctlori'of Prod.uctdoi aaJetO.a :~ ,__ DDtplll'tGl~""· L. 1"
'f.. I
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::~';h"ark""" "ff' "". • ...""~~--" . pan. may u eprUfum/:;..·.:~;..'~_.... If; - "

.? ..~.~.~~:..JJl.. '. et))(,)We.. J;' .tbey,w.ere.,:~.. :..a.}.),•. to,.;:,::,"_" ... dependin8ontbelr1ikelY.8.::f~·;~:~..';'.:Ia~JD""'.'.' .....~~ .' .
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.·,~~~.~j;t:~~:~~fpt~:~~;:~·~:ep~:=~; ·'~:li~:,ri:6l;~~::J;~~t~~~~?·~;?;j::
'~,~umt,,~q,~~tifiitf .~,lhe'merging~. aiJd pO.~aibl~~;?"~~ 'y:, p~d~9~.~~'resep t~'~a~ted b*~i8;~;:" ~<:5-7:~:,
",~~.~'~W't~~ t: " .ubstitute. forauch prOducta,jiDles8- .~:.' "then a liyJiothetical monopolist wourd';~.' '-' ',~ .~:
,~~.rt!fJ: .•~~~!~...\l~j~~~:r ~ 'premei'ger circumstance.~<.~~~~: '_prO~tably~po~~·a"discri~riat9rY'p.~Cjt!,;,~:~,·~

" ..~'dii~wlJl~~ :..:811ggestive of coordiJu~ted~~~~Otio~m·.· ',iricre~~~saJ~s to t~tea·b\1ye~·?t:~~,~~~:"
,,.. bl(~(n:mcnvly"tfi:b.edJ:W)l:,f;~ WIU~caa.e the.~ency wUluse, a, pri~.~'Thia:1s'~e. regarc;Ue8$of.\yhether a,';:-'T: ",/.""';'

" .-.c»ld'biu~,~."i'iir',::'.;;.mo~ reflective of the.competi!iye ::~'~Y>'" generallnctease,inprfce~~tlld.catis~~c{<~~:>:':
" "WfaafWould.h8~il.at;4~:~:~j~ .j: p~ce~lO Ho:w~er; theA8encymaY'Qs~;:·. such'isJllfica~t si1b8titi?-tio~:thalthe' ;'~;:L:.?(~ =:.:~>

"". iiIl~.·".. '.. ci.Pbn..t'o.,.~.. ·t;p.~d.a)Ct.' '~".::'. ~IY.fu~ p~~s"ab.!e.n:..t.. th~_me.. rg.. ,.~.r~.~.~.... p.riC;~ incle~s. e.,.wo.~ld~ot ~l'. Pro~.tilbJ~!.~:.)~.;.;~:~:7~.::":'..>
. t .' Hll·~~\Jursignificant.'.when ~.es in the prevaAiDg P~~~:~.:. The Agency Willco~lder,additio~l'/;, :. ':-:'~-r.

" itO~1nG!8.~.m'Price~?ut':; ~bepredictedWith rea.sonable .,,: .•~,r, relE!vant pi'Odu~~ ~~rket,s; co~~isting '.~(.' ~,~' ,-" .
. , 'ohue-ofatfbther products.:·,,-;, rebability: Changes in price may be~· ,'. particular use'or uses by group~ 0'-:-0' , .;: .

"' CoDstilJit:I£:m:;re.pa!uie tQthe predicted onthebasi,'of, for exam~Ie;·.. buyers.~fthe'product for which a>:,~'''"
.......·the~reduction'inaales·of~ "changes in regulation which affect price, hypothetical monopolist-woUld .""-'" /.
... 'etWouId:be1aJj8enougli tli8i!7 either directly orin,directly by aff~c~inf(· profitablii,imd separately impOse at. .' .
'; .tiCalmonopol1sfwoUldn~tc .~.~, .coats or demand. '. ...• .' .:: : -:;' . :;:: !":'. least a:"small bilt significant and: (":' " ," .~ .'.

~~Profltableto bDP9.e suCh 8it,,~·,·:· In general, the price for wh~ch ~ '., n(JntraJisitory" increase in price. " .
• '. 'In.price; tlieJi the Meney will,' inerease will be postulate,d wall be. '. ..,' .' , " .
.fO~tbe product group die product .' .whatever is considered to be ~e price of 1.2,.qeo8!OPh~~.M~r~el_v.;fJ!)!~0n.::':'~'~. ".:".the next-bestsubstitute~oi'the .'::..th~ product at th~1st88e of th~.mdus~._ For eac~ ~roduct inar~et in which.;:,,' .'

firm's product' . : '.. . beU18 examin~d.. In attempting to, :'.. . both·mergIng,firms partlcipate,th..
.prmaJdering the l1Jtely rea~tioJ1 of '. ~e18rmine o~)ectively the effect of a '.•. ,. '. Agency Will determine the geographic; .

to aprice inerease,the Age~cy< small b~t sl~~ficant an~ .;'.. '. market or 111arkets in which the fum. '.;'
.lake into account all relevant ..':.,;.' ..... nontrans~tory merease m pnce, the::-- produce or sell. A single r1J'D!. may '.
' . including, but not limi~ed to',: '" ~en~y, m most contexts. will use a· :operate In ,a number of different· .

.~. : .. '.... . '.' . pnce merease of five percenllasting for geographic markets.':
JlVldencethat buyers haveshifted the foreseeable future',However, what. "'. ..... .
..··,'i:onaideredihifting purchases' . constitut~s a ::s~all but ~Jsn.i!icantand·' U1 General Standards,..'.:,
. ,products in response to relative nontransltory mcrease m p!'lce will ,. Absent price discrimination. the

.in price or other competitive· depend on the nat~ of.the mdustry, Agency will delineate the geographic
blea;. ."", .'. ~nd the Agen~ .at tunes may use a price market to be a region such that a

) Evidence that sellers base business ~crea8e that IS larger or smaller than hypothetical monopolist that was the.
ODS on the prospect of buyer lye percent. . orily present or future producer of the" ,
tution between product. in U~ Product Market Definition in the . relevani product at locations In that· .

e. to relative changes in price or Presence of Price Discrimination region would profitably impose at least, .
competitive Variables:. . The analysis of product market . . . a "small buts!;8Dlficant ~nd. .

1~~uence ofdowns~am.. definition to this point has assumed that nontransitory increase 10 price, holc:ling
t °rk aced by buyers 10 theU' price discrimination-cl1arging different constant the terms of sale for all '

)~a e.ts: and,. , . :.... buyers different prices for the same '... produ~tsproduced els~where.That is,
ts. fiDting andcosts of ~watch~ product, for example-would not be ' assumU18 that ~uyers hkely would .•
pri in ' -, ". . profitable for a hypothetical monopoli.t . respond to a pnce increase on products
£ ceb creaseque.tlon is then' A different analysis applies where price produced within the tentatively ..

......1l°l_ra_tbypothetical monopoli.t, , .' discrimination would be profitable for a identified region only by shifting to "
~e expanded product group. hypothetical monopoli.t ' products p.rod:uced at locations of .
price succeuive iterations of • Existing buyers sometimes wUl differ production outside the region, what
, . llainclease ~8,lt.. thehypothetical. .ignificantly in their likelihood of . ..... would happen? H those locations of, "

.ldDllIUD t~ be u.~ed,topUJ'lU,' .' . switching to other products in t8SPQD88 .production outside the region were, in· <

the pro ts in~ding.w~~to. . to a "small but significant'and.' :,., 'T' ".:' the aggresa18, sufficiently attractive a~ :
uJC8

d
Sof any or allo~ the, ',.. nontransitory'~price inerease. H It .~ .' their existing terms of sue, an a.ttempt . "

. '. pro ucts under its contro~., .•"'·· - . . .... '.,', .. to raise price would result in a reduction
~roces.will continue-until. group." .. .0 The __'of ..Ie of aU otIler~ uebelcl in'.aleslarge eno~ that the price' '. ",',

.pC·Itbe'tT'ia identUiedsucb th~t .a, ".' coastul lD.onler to focu marbt deBnlticnl on the inerease!'ould no~ prove profitable, an~ .
_ ....etcal mOnopoIlat over that group '. behavior of COIiIumen. MoYamaat.1D tJ..lwlU of the tentatively identified geographic - ~..
~,.,"".'" sWould pro~tably im.pos,~~t~....Ie for other product.. a.-jn.wt from the area would prove to be too narrow. .','

, behavior of produe:an of thoM pIOduCta; ... .
. . '. '. •. .'::'. ,".: •-"<'. . IICCOIIlllad for III the auIyU of COlIIjlatltlve atfec:&' In4e~'the geographic market or
~theCuideUDaa..tbe tai'IIl '"neX1 ,*1.' and entry. Sea SactI_ 2 aDd 1. -' ," :. markets alfectedbya merger, the " ..: "

1D.aau':..~-=:=,~;~., re~:::=ew~b.m::-=~ Agency will begip with .the,l~tlon9f' ','
~I lor the 1..... of.diwrslOllof to COIIaUDIerI.lil the ca..ora.... 011" ea~ me~ firm (or eaell plant of. a -:

III "'PcJaaa to a M ~ blllll&nlflalni~. .,' plpallnn; the mev~t pric:aWould be':h~ mUltiplant fi~) and ask ~ha! woUld . ,
lory" Price 1Dc:rea...... ~', price of the lrlIn.portallon Hrvlce. ,.~"~,, , ,1 . .; " happen if a'hypothetical monopoli.t of .
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market p~Clpants:."." ~~~:t--:.";~:",\:~"'~~: '}.'"1lDJiuaI bUls .may be unrepr~sentati"e;.-.. .'
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~~~~bo~f~th~1rp1;UT8nt'::i;,.>, The Agency nonnally'willcalcu1ate' ,., to the UrutedStatea are suq)ect toa . ,;,: .,.;.

; :, .. JiOD.and!pr.Pl'()d~~~n ~nhe.'.,~·. "D1arket shares for all finns (or plants) : '< qu~ta,themarket shm:lI assigned to c;

}",~tproduc~gepei1~uP.o~~?~.> identified as market participants in. '.,: finnain~at"~ountrywIll not exceed the,':
., lli.!.~fth~t shU't BlJd ttie e~teDt~ti<'""., Section 1.3 based on the total sales or .. ~ amountofshipm~fltsbY!Juch firms.' r.'>
".coll~ Ut.curre~;~ the shlfto~~;',··:~.~. ~apacityCWI\tJy devoted to the';· .' , 1 aUowed.under the. q~o!a.l11 In the case .

.... t,~io~"the pOJentia!fo.~,l)~~~~~~ ... ' rel~_vant market together with that .. of restramtsthat lllmt Imports to some.
v~~ti~tjODor. e~teIlslo,D~kY::-:-;~' ~B-,: which likely.would be devotedtothe: percentage' o~ the total,amount of ~e
.' ~Itate trellting ~s:maret:, .~ .. -"'. relevant market in response to aUsmaU product80l,d m .the Umted S~tes (J.e.,
~. Clpants firms. thlJt dOd~ot~e:tJr .' but significant and nontransitory" price' . percentage quotas). a.domestl.c pnce
. duce the relev~~ pro uct. ., .'. . ' increase. Market shares can be ' mcrease that reduced domestic .
,Ifa finnb hhi~fsedxIs~ asdsetds.that h~ely . expressed either in dol1a~ lenns thfough . consumpti?n also ~ould redu~e the

." uld .e s te or exten e mto, "', measurement of silles. shIpments. or . volume of Imports mto the Umted
'. duc~o~= sale ofth~dle':a:ht •. . production. or in physi~al tenns through States, Ac~ordingly•.actual import sales

l!!". u~ Wlignifi'one ye~~n WI'
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out measurement of sales. shipments. . and capacIty data WIll be reduced for
. ,~ Ican! s ". , ~osts o entry production. capacitr. or reserves: purposes of calculating market shares.

~;'.i~Xlt. In redsPoD.streto~t.s~~lbut- . . Market shares will be calculatl~dusing Finally, a single marketshare may be
.. ,Icantan non ansI ory mcrease the best indicator of flnns' future ' assigned to a country or group of .
.in pnce for only th~ relevant product. . - . t't' '. 'fi 'D II 1 or countries if firms in that country orlheAgenc will treat that fiini as a compe I lYe Slgnl Icance. 0 ar sa es '.. "
, k _. y. , In' , . h' th . shipments generally will be.used iffinns group of countnes act 10 coordmatlon,
~ et particIpant assessIng w e,er di f . hd " 'I b '. . '. .
:a limiis such a market participant. the a~e s I~~IS e prl~an y y . 1.5 Concentration,and Market Shares
Agency will take into account the 'costs differentiation of ~helr produ,cts. Umt , '. .
of substitution or extension relative to s~le~ ge!1erally ~Ill ~e used if firm~ are . Market concentra~lOnIS a funchon of
,the profitabiJit of sales at the elevated dls!lngws~edpnmanly o~ the b~.sls of the,number ~f finns m a market and ..
'price, and whe~er the finn's ca acit is ~elr relatlve advantages m serving t~elr resp~ctlve mar~et shares. As an
,elsewhere committed or elsewh:re s~ diffe:ent buyer~ or groups of buyers, aid to the mte~retatlonofmarke.t data,
'profitably employed that such capacity . P~yslcal cap~c!~ or reserves generally th.e Agency will us~ the !;ferfindahl•
.likely would not be available to res ond Will be used If It IS these measures that . Hirschman Index ( HHI ) of market
·Usn increase in price in the marker. mos~ effectively distinguish finns. 15 conce~tration,The HHI is c~lc~l~ted by

Typically, annual data are used. but summmgthe squares of the mdlvldual
:1.322 Obtaining New Assets for where individual sales are large and market shares of all the participants,l?
·;Produci:on or Sale of the Relevant· infrequent so that annual data may be Unlike the four-finn concentration ratio.
~~duct_ " , unrepresentative. the Agency may . the HH1 reflects both the distribution of
~(:,A flrID. n:ay also be1ibie to ente~ into me~sure ~arket shares over a longer. the market sha~~ of the top four firms,
production 01 '1ale in the relevant, penod of tlme. . and the composItion of. the market.

·market Within or,,! year and Without the ". .In measurin~ a fi~'s mar~et share. outside .the top .four firms. ~t also gives
.1. . ". '.:~ .' the Agency WIll not mclude ItS sales or proportionately greater weight to the
· I ...:~,.~ =-- •. , •.' .•• ,. . . . . capacity to the extent thatthe firm's . ..., .
.:' • Under other aaalytic:alaPimachei production .
,'UhstlluUon.omeum.. ba, betmn.fiectitd In the " . capacity is committed or.so profitably ... The conainlning effect of the quota'on the .
:deacription of the'proetuet market. Ptr example. the employed outside the relevant market importer', IIbllity 10 expand lale, I, releVllnt to the
"Product market fora~ metal plOduirta lIuch .. that it would not be available to respond ' evaluellon of potential adverse competitive effecla.
'. automobile hub ca~mJabt be cleac:riloed .,"light·, to an increase in. price in the market. See Section2.. :. ,
.melal,tamplng."a production JIroeetII nlber than a, " I' For example. amarkel con,lstina of four firms
•PI'od~l The Agency bel!e:veathat the IlIProach 1.42 Price Discrimination Markets with markehhllres of 30 percent. 30 percent. 20:teacnbed In the text provtdea e. more cl""y. ,'. percenl and 20 percenl has an HHI of 2llOO (30" +
'mOCUsed

method !If IncorporaliDlthit fae~ In.' ., When markets are'defined on the 30" + 20" +' 20" _ 2800). The HHI nnges from . ,
, erser analysis. Uproduction .ubatitgiJgl amona a basis of price discrimination (Sections 10.000 (in lliecase of II pure monopoly) to a number
~up of '!fOducta Itnearly unIveraal~ the •. : approaching zero (in the cale of an alomistic

"b s selling one or mora.()~ tho.. products. ;:c.~' '. market), Although Ills desirable 10 Include all firms
·d:we~er, theAg~ may use,.an agrepttl., < .:::.r,," -, .. Where all firms have. on a lorwllrd.looldng In the calculation. lack of Information ahoul small '
·co~cnPUon olthosemar~ al a'maJter of. ':._ " basis, an equal likelihood of Iecurlng·saletl. the . fumala not critical because IUcb finns-do not affect
, . venlence..> /;;, ,.... • ." Agency wllllllllign f1l1lU equIIlsharea. the HHlsignificanlly.
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